29 Apiil 1997

MEMORANDUM FOR SEE DISTRIBUTION

SUBJSECT: Managemant of the Total Lida Cycle for Aequisition Category
(ACAT) Systems

Reterancs DoD Directive $000.1, Defense Acquisiion.
March 15 18986.

DoD Directive 5000.1 requires that a total sysiem apsroach be
used in acquisiion programs 1o optimize total system perfarmance and
minimize the cost of awnarship. We heve made impressive gaine in
reducing acquisition costs through use of efficient business practices,
medern technoiogies and process innovations. Now we must gisa focus
our energies on raducing sustainment costs for our deployed systems. As
we have seen in our acquisition programs, disciptined management i
required 10 achieve the benefits of intagration.

Effeclively immediately, Program Executive Officers (P§03) and
Major Cemmands (MACOMs) who manage ACAT systems sre
responsibie for the management of 10tal ife cycie costs for fiese syslems.
The PEOS and MACOMS will taks actions to minimize estimated
sustainment costs of developmental systems an3d reduce the actual
sustainment costs of deployed ACAT sysiems ey manege, As a start,
the following actions will be taken:

a. Include operating and support (O&S) costs in Acquisition
Progrant Saseiines (APBS),

b. Address O&S costs in miestone exit critena.

¢c. Basciine O&S cost for each deployed system.

d. Prepare a Sustainment Cost Management Annex (SCMA) to the
Acguisition Strategy for each developmental and deployed system to
imglement process, infrastructure and equipment improvements

specifically designed ta provide more imely and cost effective
sustainment for the soldiet.
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6. Measure accompfishments of improvements against the
estimated and actual 0&S cost baselines.

f. Prepare sustainment budgets for sech system that sccurately
stata the true naeds of the system and are afigned with the achedule of
implementing improvernems from the SCMA to the Acquisition Stratagy.

We need your best taam gffort t0 sontrol and reduce the durden of
sustainment costs. You should target 0 have the SCMASs prepared and
implementation underway by October 1, 1897.

The point of contact is Mr. Maxwel E. Westmaretand, SARD-PR,
DSN 7819141, e-mail westmorm@sarda.amy.mi.
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Assistant Sacretary of tha Ammy
Resesrch, Development and Acquisition



